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' : OATH OR AFFIRMATION

I, M 1 EHAEL A . LA.@US/EK , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

F$a Secuimes, Lic , as
of DE(,{-—nogE,Q 3/ ,2005 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:
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Notary Public

This report ¥* contains (check all applicable boxes):

& (a) Facing Page.

K (b) Statement of Financial Condition.

X (c) Statement of Income (Loss).

& (d) Statement of Changes in Financial Condition.

& (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

B (g) Computation of Net Capital. _ ,

B (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

X (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

B (1) An Oath or Affirmation.

O (m) A copy of the SIPC Supplemental Report.

O (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

B () TwoerartenT Avdimol's RePolT opn Tarsih Aecovnrds Codthoc
** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).



Financial Statements

FSG Securities, LLC
Statements of Financial Condition
December 31, 2005 and 2004
and

Independent Auditor's Report




Hellam Varon

CERTIFIEDIPUBLICIACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

The Member of FSG Securities, LLC

We have audited the accompanying statements of financial condition of FSG Securities, LLC (a
wholly-owned subsidiary of FSG Holdings, LLC) as of December 31, 2005 and 2004, that you
are filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934. This financial
statement is the responsibility of the Company’s management. Our responsibility is to express
an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether -the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable basis
for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all

material respects, the financial position of FSG Securities, LLC as of December 31, 2005 and

2004, in conformity with accounting principles generally accepted in the United States of
America.

2 W L L

Eellevue, Washington
February 7, 2006

Heltam, Varon & Co. Inc. P.S. Certified Public Accountants 1750 112th Avenue NE, Suite E200 Believue, WA 98004 Tel. 425.453.9192 Fax 425.453.2755




FSG SECURITIES, LLC
STATEMENTS OF FINANCIAL CONDITION

December 31, 2005 and 2004

2005 2004 -

ASSETS
Cash A $ 59,706 § 51,409
Commissions receivable ' 721 19,606
$ 60,427 $ 71,015
LIABILITIES AND MEMBER'S EQUITY
Liabilities:
Accounts payable $ 5264 % 14,623
Accrued liabilities 18,371 9,239
23,635 23,862
Member's equity 36,792 47,153
) 60,427 $ 71,015

The accompanying notes are an integral part of these financial statements.
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FSG SECURITIES, LLC

NOTES TO FINANCIAL STATEMENTS

ORGANIZATION AND NATURE OF BUSINESS

FSG Securities, LLC (the Company) is a broker-dealer registered with the Securities and
Exchange Commission (SEC) and a member of the National Association of Securities
Dealers (NASD). The Company is a Limited Liability Company formed in Washington
State and is a wholly-owned subsidiary of FSG Holdings, LLC (the Owner). The Company
earns commission income from sales of insurance products and securities.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of estimates - The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Credit risk - Credit risk is represented by unsecured commissions receivable. No
provision for bad debts is provided based on historical experience and management’s
evaluation of outstanding receivabies at the end of the year.

Income taxes - The Company is not a taxpaying entity for federal income tax purposes,
and thus no federal income tax expense has been recorded in the statements. Income of
the Company is reported on the return of the Owner. The Company is subject to a limited
liability company fee in California.

RELATED PARTY TRANSACTIONS

Accrued liabilities include $18,371 and $7,602 to the Owner at December 31, 2005 and
2004, respectively.

As the Company and-Owner are under common control, the Company’s financial bposition
and operating results may be significantly different from those that would have been
obtained had the entities been autonomous.

CONTINGENCY

Pursuant to clearing agreements that were terminated November 30, 2005, the Company
introduced all of its securities transactions to a clearing broker on a fully disclosed basis.
All of the customers’ account balances were carried on the books of the clearing broker.
In accordance with the clearing agreements, the Company agreed to indemnify the
clearing broker for losses, if any, that the clearing broker may sustain from carrying
securities transactions introduced by the Company. In accordance with industry practice
and regulatory requirements, the Company and the clearing broker monitored collateral on
the customers’ accounts.

As of December 1, 2005, the Company is a limited broker-dealer that deals in mutual
funds and/or variable annuities only.



